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In this study, we will use a profit maxi-
mization framework and a parametric estima-
tion approach (PEA) to study the 
X-efficiency of financial institutions. In this 
study, we reformulate the profit function to 
be consistent with profit maximization. We 
then use this combined model to study 
X-efficiency in the financial industry with 
data on Credit Co-operatives in Taiwan. We 
found that the parameter estimates is robust 
and the allocative inefficiency is much higher 
than the technical inefficiency. 
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s" ¨ I ¨ II 
+  1.874 ( 1.41)  1.584 ( 0.08) 
1pln   1.025 ( 3.58)  0.980 ( 0.32) 
11 plnpln ×  -0.047 (-0.56) -0.040 (-0.39) 
1wln  -0.116 (-0.49) -0.135 ( 
1 wlnwln × -0.007 (-0.39) -0.014 (-0.08) 
11 wlnpln ×  0.010 ( 0.39)  0.012 ( 0.12) 
1zln    1.505 ( 0.11) 
11 zlnzln ×   -0.265 (-1.13) 
2zln   -0.067 (-0.03) 
22 zlnzln ×   0.017 ( 1.16) 
21 zlnzln ×    0.354 ( 1.16) 
11 zlnpln ×    0.005 ( 0.06) 
21 zlnpln ×  -0.012 (-0.09) 
11 zlnwln ×   0.126 ( 0.78)  
21 zlnwln ×  -0.004 (-0.02) 
λ   0.116 ( 0.62)  0.022 ( 0.01) 
θ   0.020 ( 0.46)  0.004 ( 0.01) 
t  -0.049 (-0.18)  
2t   0.853 ( 3.30)  
 t)pln( 1  -0.065 (-1.28)  
 t)wln( 1   0.007 ( 0.45)  
/(  -10293.30  -9864.23 




























& 5 TIΠ  AIΠ  
 728 0.278 0.622 
	 221 0.219 0.783 
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